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DEPARTMENT  OF  CORPORATIONS  AND  TAXATION 


RULING  1976-3  —  ESTATE  TAX  RULING 
/ 

COMPUTATION  OF  MASSACHUSETTS  MARITAL  DEDUCTION  IN  NON-MASSACHUSETTS 

PROPERTY  CASES 


In  cases  where  the  Federal  Gross  Estate  includes  both 
property  not  included  in  the  Massachusetts  Gross  Estate 
("Non-Massachusetts  Property")  and  property  included  in  the 
Massachusetts  Gross  Estate  ("Massachusetts  Property" ) ,  and 
in  the  absence  of  specific  provisions  in  tne  governing 
instrument  or  a  requirement  under  law  as  to  which  property 
shall  pass  to  the  surviving  spouse  in  order  to  satisfy  the 
marital  bequest,  the  amount  allowed  as  a  deduction  under 
Chapter  65C,  section  3(b),  shall  not  exceed  an  amount 
determined  by  multiplying  the  total  allowable  marital  deduction 
for  Federal  purposes  by  a  fraction,  the  numerator  of  which  is 
the  total  value  of  '^Massachusetts  Property" ,  which  may  be  used 
to  satisfy  the  marital  bequest  and  the  denominator  of  which  is 
the  total  value  of  all  property  which  may  be  used  to  satisfy 
the  marital  bequest. 
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The  application  of  this  paragraph  1  may  he  illustrated 
by  the  following  example: 

Decedent's  Federal  Gross  Estate  consists  of  Massachusetts 
real  and  personal  property  valued  at  $24-0,000  and  a  summer  home 
in  Maine  owned  by  the  decedent  and  valued  at  $60,000,   The 
debts  and  expenses  amount  to  $25,000  so  the  decedent's  Federal 
Adjusted  Gross  Estate  is  $275,000.   Decedent's  will  provides 
that  his  wife  is  to  receive  1/2  of  the  Federal  Adjusted  Gross 
Estate,  i.e.,  $137,500  worth  of  property. 

The  gross  Massachusetts  Marital  Deduction  will  amount  to 
$110,000  - 

(Mass.  Property) 

$137,500  (total  gross  Federal  Marital  Deduction)  X  p^COO 

(Federal  Gross  Estate) 

This  $110,000  figure,  reduced  by  any  taxes  payable  out  of  or 
chargeable  against  it,  will  be  allowed  as  the  Massachusetts 
Marital  Deduction  unless  1/2  of  the  Massachusetts  Adjusted  Gross 
Estate  is  less  than  $110,000,  in  which  event  the  Massachusetts 
Marital  Deduction  will  be  the  amount  of  1/2  of  the  Massachusetts 
Adjusted  Gross  Estate. 

Where  "Massachusetts  Property"  has  passed  or  is  passing  to 
the  surviving  spouse  outside  of  the  will,  and  otherwise  qualifies 
for  the  marital  deduction  such  property  shall  automatically  ■ 
become  a  part  of  the  Massachusetts  Marital  Deduction. 

To  illustrate  the  application  of  this  paragraph,  assume  the 
same  facts  as  in  the  foregoing  example,  except  that  $100,000  of 
the  total  value  of  $240,000  of  Massachusetts  real  and  personal 
property  is  represented  by  real  property  owned  jointly  by 
decedent  and  his  wife. 

In  such  case,  the  gross  Massachusetts  Marital  Deduction  will 
be  computed  by  first  applying  the  $100,000  to  the  gross  Federal 
Marital  Deduction  of  $137,500  and  pro-rating  the  remaining 
$37,500  between  the  Massachusetts  and  ITon-Massachusetts  property 
which  may  be  used  to  satisfy  the  marital  bequest. 

The  gross  Massachusetts  Marital  Deduction  will  be  $126,250  - 

x_   .  .    _  ..  ,  v  (Remainder  of 

(Remainder  of  Mass.  property)  Cr%nt.~   ^^ 

«nnn  mo  <The  ******  4-   ftj-40,000  „  ^fr^ 

$100,000  joint  property)   +   ^^OO^OOO  X  Marital 

(Remainder  of  all  property)  Deduction) 
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The  Massachusetts  Marital  Deduction  will  be  the  lesser 
of  $126,250  reduced  "by  any  taxes  payable  out  of  or  chargeable 
against  it,  or  1/2  of  the  Massachusetts  Adjusted  Gross  Estate. 

Where  all  or  a  part  of  marital  bequest  is  in  the  form  of 
a  pecuniary  legacy  and  it  is  necessary  to  sell  property  in 
order  to  satisfy  the  pecuniary  legacy,  and  there  is  no  specific 
direction  in  the  governing  instrument  or  a  requirement  of  law 
as  to  which  property  is  to  be  sold,  the  allocation  set  forth  in 
paragraph  1  shall  be  applicable  to  determine  the  portion  of  the 
pecuniary  legacy  which  is  satisfied  by  the  sale  of  "Massachusetts 
Property"  and  may  therefore  be  used  in  the  Massachusetts  Marital 
Deduction. 

This  paragraph  is  best  illustrated  by  the  following  example: 

Assume  the  same  facts  as  in  the  first  paragraph  of  the 
previous  example  except  that  decedent fs  will  provides  that  his 
wife  is  to  receive  $100,000  outright,  and  the  balance  of  his 
estate  to  his  two  children.  In  order  to  satisfy  the  $100,000 
pecuniary  legacy  to  W,  the  decedent's  executor  must  sell  some 
of  the  property  of  the  estate.   There  is  no  provision  in  the 
will  or  in  local  law  as  to  which  property  may  or  may  not  be 
sold  in  order  to  satisfy  the  pecuniar:/  legacy. 

In  such  case,  the  gross  Massachusetts  Marital  Deduction 
will  be  $80,000  - 

(Mass.  Property) 

1^06 ? 606  X     $100,000  (Total  Pecuniary  Legacy  to  W) 

(Federal  Gross  Estate) 

If  in  the  foregoing  example,  some  portion  of  the  pecuniary 
legacy  was  actually  satisfied  by  a  transfer  of  funds  without  a 
sale,  then  only  the  remaining  portion  of  the  legacy  satisfied 
by  a  sale  would  be  pro-rated  between  the  remaining  Massachusetts 
and  Non-Massachusetts  property. 


Commissioner  of  vyorporations 
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